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1. 
i. What is the difference between proactive and reactive investigations? 
	Proactive investigations
These investigations take place as a result of the investigator’s findings. The investigator does not wait for the aggrieved party to complain and initiates actions based on the evidence of fraud. Sometimes, financial crime is discovered accidentally in the wake of different fraud investigations, while on other occasions the investigator has a general suspicion or wrongdoings and finds evidence of fraud when he/she digs deeper into the matter. A proactive investigator can plan their activities to collect evidence according to operational plans and resources. In proactive investigations, the investigators can decide where and when to start investigative operations, can control directions of the investigation and remain in control of investigations until the final outcome. The proactive investigation is more effective because the investigator control the investigation.  

	Reactive Investigations
These investigations are typically initiated by citizen/victim complaints and are result of an external notification of the crime. The investigator will react only when the crime has been reported by affected party. For example: employee, spouse, customer and stockholder. Sometimes the victim reports the crime only after the suspect’s employment has been terminated or he/she has left the organisation, occasionally, however the suspects is still working for the organisations and unaware of the suspicions being harboured against him/her. Both these situations have their own set of problem and therefore have to be dealt with using different logical approaches. A reactive approach may entail collecting invoices, receipts and documents as evidence. This approach is considered weaker because; the victims may initially provide information but later refuse to cooperate, informants may provide information which require immediate response, may cause lack of evidence.
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ii. How would you differentiate between the weighted and un-weighted solvability factors.
Solvability factors refer those characteristics of a case that indicate how successful the investigation is likely to be. Not all cases are solvable; therefore, it is necessary to identify unsolvable cases in both public and private sectors. Identifying and discarding unsolvable cases leaves more time and resources for those cases that have higher probability of being investigated successfully. Solvability factors can be classified weighed or u –weighted.
	Weighted solvability factors
Weighted systems separate the more solvable factors from the less solvable ones. They recognise that not all factors are equally important; for example, fingerprints found at the crime scene hold more weight than the existence of a witness. Robbery is an example of a system using weighted factors. 

	Un-weighted solvability factors
This does not rely on weighted factors; therefore all factors are equally important. The presence of factors whether the case will be investigated further or not. These usually based on anecdotal data and are specific to each category.



*All cases must be evaluated on their merits regardless of the system being used.
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iii. Goal setting and planning is very important for the soundness of an investigative process. Why?
Goal setting is the primary task of the investigator regardless of how the complaint has been generated. In both proactive and reactive approaches the starting point is the complaint, and the ultimate goal is to establish a case with a legal basis for investigation and a successful outcome.  
	Obtainable result
This a result that might be reasonable expected considering the circumstances around which the investigation is being conducted together with the availability and the current state of technology. 
	Acceptable outcome
It is the final outcome that might be reasonably expected considering the current state of the law.





The ability of fraud investigators to efficiently and effectively pursue investigations depends on their consistency and their success in attaining investigative goals. Not only that, the investigator should educate customer about obtainable results and acceptable outcomes, and both should try to reach a middle ground regarding their expectation of the investigation. Goals might be identified and defined more clearly once common expectations have been established. By this, the progress of the investigation and the acceptability of the outcome might be evaluated more easily and objectively. Plus, the investigator must possess a high level of skill and a deep understanding of financial crimes. The investigator skill set must include a thorough knowledge of investigative methods and techniques. The investigator also must have extensive understanding of the rules of obtaining and handling evidence and must ensure that all legal requirements are fulfilled. Goals provide a solid foundation for the investigation to progress because developing a plan is the second task after defining the goals. It is impossible to conduct a financial investigation successfully without having a sound plan. For financial crime investigations require a heavy load of information. The plan must be strong but sufficiently flexible to accommodate changes during the course of the investigation. 
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iv. Outline the major goals of an investigative plan.
A good investigative plan has three major goals: to maintain focus, control growth and promote adaptability.
The major goals of an investigative plan are:
a) Focus – An investigative plan should be focused and consistent with the goals of the investigation. This implies that warning signs and leads are not overlooked, and that there is no duplication of task. 
b) Control - Financial crime investigations tend to get out of hand and multiply in terms of the information under consideration; therefore, it is very important to maintain control of the investigation. A carefully conceived plan helps manage investigations, and even though the flood of evidence and information is inventible, a strong plan makes it less destructive for investigation as a whole.
c) Adaptability – Financial investigations are ever evolving. They always grow, and sometimes even shrink, but they are constantly changing. Therefore, a good plan must be accommodating and flexible enough to adapt to these changes; otherwise. Even a slight change will render the plan useless. The investigator will then have to hurriedly re-evaluate the plan, formulate a new one, or work with a temporary plan, which is never advisable. Changes in the circumstances surrounding the environment do not have to translate into changes to the whole plan, which is why the original plan must be adaptable. 
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v. Briefly describe the stages involved in planning an investigative plan.
 (
Develop
 an Investigative Plan
Pre-planning is a way of avoiding reactive decision making in favour of anticipating all possible scenarios and devising deliberated reaction should certain operational compromises have to be made. Hasty decisions taken under pressure are often devoid of the depth and insight that a carefully planned course of action possesses. Investigators might determine and obtain all the support they may need throughout the investigation ahead of time so they do not have to resort to ad hoc plans.
)





























 (
Personal planning
It is important to predict the number of personnel that will be needed to conduct the investigation efficiently. It is desirable to pre-plan for staffing requirement, especially in long and complex cases. Obtaining help from experts is one way of identifying important personnel positions. Experts and consultants in the areas of accounting, securities and stocks, corporate governance and international financial transactions may be helpful to the investigation. An expert in the field of technology would be useful with current high tech era which those concern with computer based information. Sometimes these scenarios are beyond the scope of the investigators expertise, which is why it so important to invest in a diverse pool of experts. Experts in technical areas are usually connected to security or other law enforcement agencies. Therefore, trusting an independent source with crucial evidence is always a top concern. Apart from trust issues, experts are always valuable assets as they help investigators save time because a well trained investigator who has studied diverse subjects is able to solve without help but technical issues need relevant expertise. Outside experts should be hired early on in the investigation in order to form a stronger, more focused plan.
)










































 (
Financial planning
Investigator should be responsible and conserve their resources through pre planning because money is always limited regardless of whether the investigator is working for private client or attorney office. Therefore, compromises need to be made in order to reduce cost. The investigator need to identify potentially expensive issues beforehand in order to consider the alternatives while there is still time.  All alternatives should be considered before employing such an investigative tool whose cost may exceed its utility. Failure to find alternatives to costly investigative tools means either that the stated objectives of the investigation will be not achieved or the money spent will exceed the budgeted amount. This cause the customer’s expectations unfulfilled.
)
















 (
Technology Planning
Whether temporary or permanent technology planning, it must be carefully planned. For example, a short term or temporary investments includes the rental equipment, such as a high tech surveillance camera to monitor suspect’s activities. Long term investments include purchasing the latest computer software or upgrading the equipment. Where the technological investments are usually pre-planned and evaluated with a cost benefit analysis, short term investments tend to be unpredictable. Usage of technological requirements of a case means planning the expenditure on technology and the overall budget of the investigation. Differences between computer operating system of the investigator and the suspect may stop a simple investigation due to unfamiliarity.
)















Overall, a planning needs to be precise in order for the investigation to move smoothly. The actual investigation begins once planning stage is complete. It begins from identifying the suspects and victims, collecting documents, analysing and assembling into exhibits, and finally, if everything goes accordingly to the plan, charging the suspect. This whole process takes time therefore, patience, perseverance, basic police work, paperwork and intuition is much needed. Investigations are often constantly changes regardless of how impeccably they are planned.
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vi. Describe the three main areas of intelligence gathering process.
The investigators are able to proceed to obtain background information on the main suspect in the crime after they have collected all available knowledge about the business and the industry. It is important to have a string foundation and through knowledge of the business and the industry. This is called the intelligence gathering phase of the investigation. This stage is very important to determine the success of an investigation. Strong intelligence will give the investigator more confidence in taking decisions. Intelligence gathering divided into surveillance, database searches and trash collection. It is up to the investigator to add more techniques and tools, but these three is starting point for an investigation.

· Surveillance
a. Surveillance of the suspect’s or victims actions may provide valuable information and uncover facts related to the following:
i. Valuable assets (boats, cars and etc) owned by the suspect or people close to the suspect.
ii. Banks and financial institutions
iii. Homes, buildings or other real estate in the possession of the people relevant to the case.
Although these things are visible to everyone, they may not easily traceable documentation, therefore; finding out about them early on in the investigation may help investigators in future negotiations. Surveillance may also identify key acquaintances that can be summoned for interviews and questioning.
· Database searches
b. Data have a number of uses, ranges from tracking people to predict their buying preferences. Database contains a vast amount of information without which the economy would be paralysed. Every transaction takes place in a market economy is stored as data somewhere. 
i. For example: using a debit card, having a driver license renewed, paying for goods and services with a credit card.
It is crucial for the investigators access databases, analyse the information stored in them, and piece this information together in order to gain a clear picture of their target. Database is divided into two: public and private.
· Trash collection
c. This is most degrading and unpleasant parts, where the investigator need search through someone’s thrash in search of information. This is part where most people will avoid as far as possible. But, this is most effective information gathering tool because people are usually careless about discarding receipts, documents, personal items and etc. While in the beginning it doesn’t make sense, when it’s combined it will more useful with other evidence and information.  For this method, the investigator need carry out his task with caution and avoid reckless. The investigator must recognise the importance of where the trash has been placed before he/she starts to search through it. Collecting trash and searching for information for valuable information is the main source of evidence for journalist, police and investigators. 
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2. Write short notes on the following:
a. Private databases- Private database are those databases to which access is restricted. Private databases include both commercial and government sources. For example: access to the most states’ driver’s license information is restricted. Additionally, credit reporting standard services like Experian qualifies as private databases. Private database are very powerful repositories of data. Unlike many public databases, private databases usually contain a broad range of information. Their files may contain such diverse information as real property, uniform commercial liens and telephone listing information. Example of a commercial private database is the auto track service provided by database technologies. While access to some areas is restricted to law enforcement personnel for legitimate law enforcement purpose, private individuals can download page of information- for a fee.

b. Public database is the balanced against speed and power of many of the commercial private databases is the low cost of public database access. As society moved forward in the digital age, more and more government entitles are making public record information available over the Internet. Property and tax assessment records are routinely available through clerk’s offices. Civil and criminal histories are often available on a country by country basis, and in most states, corporate fillings are only a mouse-click away. While some agencies charge a nominal copying fee for getting these records, most will allow searches for free, and many provide free downloads.

Private commercial databases usually offer a one stop shopping approach to intelligence gathering; however public databases searches must be proceed on an entity-by entity basis.
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3. ‘Financial crime investigations generally result in higher volumes of evidence and more complicated theories of evidence that non financial crime’. Discuss this.


All investigations, doesn’t matter whether financial or non financial crime, they share same similarities. Both categories need to pass through the same general stages. All cases go from initiation, to planning, to execution, to prosecution and finally to reflection.  Financial crime consist of unique set of challenges will tax the organisational and investigative skills of even of the most experienced investigator. Investigations of financial crime may be divided into two general categories which are reactive and proactive. Reactive investigations occur as the result victim/citizen initiated actions. They are investigations that result from external notification that a crime has occurred. For an example: A company director found out that his employee involved in theft of company monies. The director may make a report on the employee, which means the investigator reacts only after the crime has been committed and reported by the director. In financial crime, there is many ways to find the evidence because every single data is linked to each other. If there is debit amount, there should be credit amount. If unbalanced, it shows there is something wrong with the accounts. Proactive investigations occur as the result of investigator initiated action. In proactive posture, the investigator discovers the financial crime in progress independent of a victim report. Sometimes, as in the case of many money laundering cases, the investigator may be following leads on another case and discover the financial crime accidentally. This case usually involves external auditor where they find irregularities in the client amounts provided in the management account during audit process. When this happens, the auditors need to use different types of methodology to find out what the client has been hiding behind those missing amounts and take actions based audit management. This is because a mentioned earlier, every single accounts is linked each other in order to determine the balance of the accounts. Unlike financial crime, non financial crime points it might not link to each other for every single case. There must some point where the case become clueless where re-evaluation need to be done. For example, a non financial crime would be hit and run away case at highway. This is bit complicated to find the suspect unless there is proper security practiced to avoid such cases. If there is no proper security such as CCTV or regular patrolman, it’s hard to find the suspect unless there witness willing to provide testimony. For comparison between these two categories:

Financial crime: As accounts needs to balance, proper double entry has performed. Every single data performed in computer is stored in them
Example: Company A has made credit sales to one of the customer. Therefore, the amount double entry should be posted as:

			Dt	Receivables
				Ct	Sales
Once the payment made by the customer, the double entry should be:
			Dt	Cash
				Ct	Receivables
Finally, completing the sales entry would be:
			Dt	Cash
				Ct	Sales
If there is any mistake in performing double entry, the account will unbalanced. And yet, if it is included in another account, an audit trail will be helpful to find the amount. By this the auditor will be able to find is there any irregularities in the clients management account.
Non financial crime: To execute a non financial crime, a criminal need a proper plan. 
Example: The criminal commit burglary in a housing area with less security. This could be hard for the investigators to find the criminal, because of the surrounding condition. Circumstances such as, finger prints, hair strands or blood stains could be helpful for the investigator to find the criminal. Yet, it look linked together, it could be complicated as case progress.
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Case Study.
(i) What do you think could be lacking in Byron’s self devised accounting system?

Self devised accounting system, if developed correctly can deliver timely and accurate information. In many ways, particularly for the smaller business, in well designed manual accounting system the advantages outweigh the disadvantages. In Byron’s case, he needs to have greater understanding of how to book keep, can be easier to manage the system, once the key concepts of double entry book keeping have been learnt. The basic book keeping skills needed, once mastered, apply to all single accounts and can be applied to any business. For this case, Byron dealing with self devised accounting system developed by the pub owner. The disadvantage is Byron’s lacking of understanding and dealing with this type of system would be human error. For example: Byron could make errors in addition, transposition of figures, incorrect recording of a transaction, where he could enter only one side of double entry. All of these are common mistakes and can prove to be quite difficult to locate without a good deal of experience in accounting. If it is a computerised, it wouldn’t be a problem because it will automatically enter one side of amount if we have determined which account the other amount belongs too. Being self devised accounting system, damage to the records is high likely to happen. It could be damaged by water, fire and any other condition.  Not only that, self devised accounting system takes longer time to generate reports unlike computerised one. Not only that, self devised accounting system that not properly set up to meet the requirement of the business due to badly programmed or inappropriate software or hardware or personnel problems. Byron would have encountered such problem since he is unfamiliar with such accounting system. 
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(ii) Give some possible causes of shortfall other than theft by Byron. 
Accounting information system is only good as information entered correctly into the system. All financial transaction has three main conditions: timeliness, accuracy and validity. As for this case, Byron had difficulty dealing with the self devised accounting system.  This can lead to poor budgeting, improper cash flow, poor debt service, error and fraud and tax problems. Businesses that don’t budget properly can’t manage their cost and set process that help the company to generate profit. The pub owner did not aware of the financial performance of a business on regular basis which made him can’t prevent financial crises. With inexperienced employee such as Byron with the accounting system, it can cause improper cash flow. Small business such as pub failed to understand and track cash flow, which makes them to miss debt payments and experience problems to settle it. This is because the cash flow statements show how much cash incoming and outgoing which helps the owner to prepare enough money source to run the business. Not only theft, error and fraud can happen. With unfamiliar system, Byron might be confused how to operate the system. Without realising, he could enter the amounts in wrong place or used this chance to commit fraud. Byron could use the reason that he is unfamiliar with the system, therefore error occurred. If the owner did not check by the accounts in July for tax return, Byron could use this chance to continue his fraud.  With improper accounting entries, it’s hard to keep track of tax obligations. It will be a problem during presenting tax return because it involves payments on time, if not the owner need pay fines or liens.





Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Ghitha Kerubanandan
	Date
	12/4/2016




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	













image1.png
ﬁ
o R




